
ultimately performs the 800 query and routing, the fact remains

that final responsibility for the call resides with the carrier

from whose central office the call originates (although in

jointly provisioned services of this nature, issue resolution

often requires both parties).

In the scenario described above, the carrier from whose

central office the call originates simply purchases the query and

routing functions from the neighboring carrier at the neighboring

carrier's tariffed query rate. These per query costs then become

components of the query rate charged by the originating carrier.

The originating carrier can pass through the neighboring

carrier's rate adjusted for additional administrative costs the

originating carrier might incur. The originating carrier could

also use the relevant tariffed query rate and related query

demand of the neighboring carrier to develop a blended rate which

it would then reflect in its own tariff.

In developing its 800 query rates, united did not know what

rates would be filed by neighboring carriers whose tandems would

provide SSP functionality for some united offices. united

assumed the neighboring carriers' rates would be similar to

united rates. Based on this assumption, united filed a single

query rate for study areas that included exchanges sUbtending a

neighboring carrier's SSP-equipped tandem. The united rate was

based on its own costs and demand, excluding the demand

associated with subtending exchanges. When rates are finalized
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in this proceeding, united will determine if its query rate is

sUbstantially different from the rate being charged by carriers

whose SSP offices United subtends. If the rates are

significantly different, united will amend its current 800 data

base access tariff to identify exchanges sUbtending other

carriers' SSP-equipped tandems. The 800 data base query rates

for calls originating from these subtending offices will, at that

point, reflect the charges assessed to United by the neighboring

carrier.

22. Should rate changes by the SCP owner be flowed through to
the rates of the sUbtending (originating) LEC?

UNITED RESPONSE: The sUbtending carrier should have an

opportunity to justify any rate it proposes.

III. RESPONSES TO APPENDIX A OF THE ORDER

A. Qnit Cost and Inyestment Information

UNITBD RESPONSE: See the attached spreadsheets.

B. Jurisdictional separation,

UNITBD RESPONSE: The attached spreadsheets identify gross

investments and jurisdictionalized costs, per Part 36 of the

Commission's Rules, as requested in Appendix A, section II. It

is important to note that united did not jurisdictionally

allocate costs to develop its 800 data base access rates because

the costs do not vary by jurisdiction. An intrastate query costs

neither more nor less than an interstate query. united spread

its 800 data base costs equally among all queries.
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c. Duand

UNITED RESPONSB: See the attached spreadsheets.

D. Other

1. If a discount rate is used in your demand calculations,
explain the rationale for use of this rate.

UNITED RESPONSB: United used 11.25% as its discount rate for

levelizing both costs and demand. This discount rate is

appropriate because it is the interstate rate of return

authorized by the Commission.

2. If you based your demand growth assumptions completely on
past performance, explain why the introduction of 800 data
base service will have no effect on the growth rate for 800
query demand for your company.

UNITED RESPONSB: See response to Question 18 in section II, C

above.

3. Explain how the demand assumptions were used in your
ratemaking methodology.

UNITBD RESPONSB: See response to Question 18 in section II, C

above. Also see Exhibit C.

4. Provide the annual costs for all expenses related to the
SMS/800 incurred pursuant to contracts with Bellcore, Data
Services Management, Inc., or any other entity. Provide the
terms of the contract and an explanation of how the
annualized amount is calculated.

UNITBD RBSPONSB: united's 800 data base query rates reflect an

initial $2,250,000 right-to-use fee assessed by Bellcore's 800

Number Administration and Service Center. This initial software

fee has been amortized over five years. In addition, Bellcore

will assess United an average of $423,016 annually in data base
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fees, which united will expense in the year the costs are

incurred. These fees are rendered by Bellcore to data base

owners pursuant to an Ameritech tariff, which is currently under

investigation. Terms of the contract are explained in response

to Question 14(6), section II, C above.

5. Provide cost detail, by account, associated with upqrading
the SSPs for 800 data base service and justify why those
upgrades should be treated as exogenous costs.

UNITED RESPONSE: See spreadsheet A3. Also, see response to

Question 11, section II, C above.

6. If overhead costs were included as exogenous costs in your
initial filing, justify whey those costs should be treated
as exogenous costs.

UNITED RESPONSE: See response to Question 12, section II, C

above.

7. If signaling link costs between local STPs and regional STPs
are included as exogenous costs, justify why those costs
should be treated as exogenous costs.

UNITED RESPONSE: See response to Question 14 (5), section II, C

above.

8. If costs for regional or local STPs are included as
exogenous costs, justify why those costs should be treated
as exogenous costs.

UNITED RESPONSE: See response to Question 14 (4), section II, C

above.

9. For each of your company's SCPs, list and describe each
service that is supported by that SCP (i.e., 800 data base,
LIDB, virtual private networks, wide area Centrex or
unrelated administrative functions). Provide a diagram of
the equipment in an SCP installation typical for your
company.
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UNITED RESPONSB: united has deployed a mated pair of SCPs -- one

in Johnson City, Tennessee, and the other in the neighboring city

of Bristol, Tennessee. The SCPs were deployed as a mated pair

for redundancy to enhance service survivability. All the united

local exchange carriers access the SCP to provide data base

services. The data base services are 800 Data Base Access

Service, Line Information Data Base Service (LIDB), and a future

Calling Name Delivery. A diagram of the united SCP installation

is attached as Exhibit D.

800 Data Base Access Service 800 Data Base Access

Service is described in detail in section "1.2 Service

Description" (pages 1-2 through 1-5) of the D&J accompanying

united Transmittal No. 316.

Line Information Data Base Access Service (LIDB) -- LIDB

Access Service provides for customer access to billing validation

data residing on united's data base for their use with alternate

billing services. This access allows customers to validate

united calling cards, and other exchange carrier calling card

data which may be resident there, and to screen billing numbers

for collect call and/or third number call acceptance.

Calling Name Deliyery -- calling Name Delivery permits a

customer receiving a call to identify the name of the party

placing the call.
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10. If costs for the SCP are allocated among the functions
described above, explain your allocation procedures and
provide your allocation factors and how these factors
were derived.

UNITBD RESPONSE: See Exhibit C. Also see the United response to

Question 16, section II, C, above. Regarding allocation factors,

united performed engineering studies to determine the length of a

transaction for each type of data base service. The length of a

transaction is the elapsed time between the launch of a query

from a local switch and receipt of a data base response at the

switch. The engineering studies produced the following factors:

800 Query: 1
LIDB Query: 1.018
Calling Name Delivery: 3

Demand for each service was weighted by a service's corresponding

factor to ensure that SCP costs were apportioned equitably.

IV. PARTIAL SUSPENSION OP UNITBD'S RATBS WAS UNJUSTIPIBD

As noted above, the Bureau's April 28, 1993, order held that

united's rates were "anomalously high because they exceeded the

industry mean rate plus one standard deviation."10 The Bureau

ordered united to reduce its per-query rate to .0067 cents. The

Bureau based its conclusion on the simplistic observation that

"all LECs are deploying similar data bases."ll The order made no

mention of the cost and demand data united submitted in support

of its Transmittal No. 316. Also as noted above, united asked

10. Suspension Order at 7-8.

11. M. at 8.
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that the Commission stay the partial suspension and to reconsider

the order on an emergency basis. The requests were never

officially acknowledged. On the basis of its originally filed

cost and demand data and the additional information provided in

this direct case, united asks the Bureau to reconstitute united's

query rates to the levels originally filed.

The Bureau's observation that "all LECs are deploying

similar data bases" is correct. That is, the cost

characteristics of the data base systems are similar. However,

this reasoning completely ignores the demand side of the equation

and united-specific costs.

If one assumes that costs are similar across data base

systems, significant demand differences among carriers would

result in significant variances in per-unit costs. That is, a

carrier with demand significantly lower than the industry average

would realize per-query rates proportionately higher than the

industry average. This is precisely where the united companies

find themselves. united's per-query rate is 2.27 times higher

than the industry mean. However, the industry's mean demand is

2.69 times greater than united's demand. Said another way, if

united's demand is normalized at the mean for all data base

owners, the mean rate for all the united companies would be

approximately .0035 cents per query, which is well below the

industry mean rate. It is also important to note that united's
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base year demand (levelized over five years) is reasonable by any

measure in comparison with the industry's demand. For example,

the mean demand for data base owners is 160.8 queries per access

line. united's base year demand is 181 queries per access line.

Furthermore, notwithstanding that similar systems are being

deployed, there may very well be costs unique to united. For

example, united has reviewed the other LECs tariff filings and

can not determine if local carriers other than NYNEX and united

have paid right-to-use fees to Bellcore to be 800 data base

owners/operators. united'S right-to-use fee, which entitles

united to receive downloads of 800 Information Records from the

national SMS database, was $2,250,000. While NYNEX's tariff

filing indicated that the company paid a right-to-use fee,

NYNEX's cost was less than half that of United's.

Respectfully SUbmitted,

UNITED

By:
Ke1thley

1850 M street, N.W.
suite 1100
Washington, D.C. 20036
(202) 857-1030

ITS ATTORNEY

September 20, 1993
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EXHIBIT A
Page 1 of 2

SERVICE CONTROL POINTS (SCP)

Expenses - Common
Test Support
Maintenance
Application Software

Exueusa - BOO Data Base Speclfk
800 Data Base Application Software
800 Data Base Software Maintenance

Five-year Total Expenses$ 7,815,989
Levelized $ 6,543,065

Investment - Common
Hardware (DEC SCP 631016510)
Initial SoftwarelRight-to-Use Fee
Installation
Loading and Acceptance

Investmept - BOO Data Base S»edfk
Initial SoftwarelRight-to-Use Fee
Installation
Loading and Acceptance

Five-year Total Investment $ 9,972,446
Levelized $ 9,192,950

SERVICE MANAGEMENT SYSTEM (SMS)

Exueusa - BOO Data Base Specific
Data Base Fee
Translation and Validation
Communications Services

Five-year Total Expenses$ 1,764,893
Levelized $ 1,397,487

Investment • 800 Data Base Specific
Right-to-Use Fee

Five-year Total Investment $ 2,250,000
Levelized $ 2,250,000

SMS-TO-SCP LINKS

Expenses - BOO Data Base Sj)ecific
Number Administrative Service Center (SMS-to-SCP) Links

Five-year Total Expenses$ 80,000
Levelized $ 61,982

STP-TO-SCP LINKS

Expenses • Common
C-Links

Five-year Total Expenses$ - 0 ­
Leve~ $-0-



EXlIJBITA
Page 2 of 2

REGIONAL STPs

Eueuses - Common
Software
Intelligent Network Operating Expenses

Five-year Total Expenses$ 3,245,000
Levelized $ 2,648,531

Inyestment - Common
Hardware

Five-year Total Investment $ 6,023,160
Levelized $ 5,460,090

END OFFICE 800 DATA BASE SOFTWARE
(Company Specific)

Expemes - 800 Data Base Specific
Software

Five-year Total Expenses$ 1,408,164
Levelized $ 1,335,068

LOCAL STP PORTS
(Company Specific· FL, NC, OHnN, PAl

Expemes - 800 Data Base Specific
No expenses associated with
BOO Data Base

Investment - 800 Data Base Specific
Hardware

Five-year Total Investment $ 192,000
Levelized $ 192,000

LOCAL STP TO REGIONAL STP LINKS
(Company Specific)

Expemes - COmmon

Five-year Total Expenses$ 2,610,756
Levelized $ 2,006,450
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ALLOCATION OF COMMON AND DIRECT COSTS EXHIBITC

CQSTPQQL ALLOCATION ME1JIOD UNlTCosr

• SCP
• Common + Total SCP Queries = Cost Per SCP Query >

• 800 DB Queries
• UDB Queries
• Other Queries

• 800 DB Specific + Total 800 DB Queries = Cost Per 800 DB Query >

• SMS
• 800 DB Specific + Total 800 DB Queries = Cost Per 800 DB Query >

• SMS-TO-SCP LINKS
• 800 DB Specific + Total 800 DB Queries = Cost Per 800 DB Query >

• STP-TO-SCP LINKS
• Common + Total SCP Queries = Cost Per SCP Query >

• 800 DB Queries
• UDB Queries
• Other Queries

• REGIONAL STPs
• Common + Total STP Demand = Cost Per STP Transaction >

• Total scp Queries

• Trunk Sipalling

• EO 801 DB SOFI'WARE
• 800 DB Specific + ./ 800 DB Queries = Cost Per 800 DB Query >

• ColDplllly Specific • Comp8lly Specific

• LOCAL STP PORTS
• 800 DB Specific + 800 DB Queries = Cost Per 800 DB Query >

• Comp8lly Specific • Comp8lly Specific

• LOCAL TO REG. STP LINKS
• Common + SCP Queries = Cost Per SCP Query >

• Comp8lly Specific • Company Specific

• 800 DB Queries

• UDB Queries

• Other Queries
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